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Northeast Michigan Community Mental Health Authority

MANAGEMENT'S DISCUSSION AND ANALYSIS

Using this Annual Report

This annual report consists of a series of financial statements. The Statement of Net Assets and the
Statement of Revenue, Expenses and Changes in Met Assets provide information about the activities of
lha Authority as a whole and present a longer-terrm view of the Authority's finances.

In 2007-08, the Aulharity is using an allowable alternative appreach to present its financial information.
Governmental entities Lhat have single programs are allowed to present a combined government-wide
and fund financial statemenl by using a columnar format that requires no recongiliation between fund
lypes. The operations of the Authority are therefore presented using an Enterpriseé Fund aceounting
methodology.  Thus, the financial information is presented in a manner similar to a private business
enterprise. It is the intent of managemenl that this reporting approach gives the reader a clearer
picture of its financial condition.

The Authority as a Whole

The table below shows a comparison of the net assets of the Authorily as of Seplember 30, 2008
compared 1o the prior year.

Enterprise Activities

2007-08 2005-07

Currenl assets $ 5,645 840 5 5,809,188
ton-current assets 2,385 241 2,462 240
Tolal azsets 8,041,081 83,271,428
Long-term debt culstanding 1,337 865 1.560,404
CHher liabilities 1,679,647 1,639,983
Total liahilities 3,017,512 3,200 387
Met Assels

Invested in capital assets, net of
debt 1,768,342 1,612,803

Restricted [nternal Service Funds 460,929 558,455

Restricted Debt Service B26,899 B49 436

Unrestricted 2 167 399 1,950,347
Total net assets _$55023569 3§ 5071041

The current level of unrestricted net assets, the par of net assets thal can be used to finance day-to-
day operations, is $2 167 399 This represents about 9.8% of current year expenditures, an increase of
0.4% as compared to¢ 2006-07. The Authority's total net assets decreased 0.9% from a year ago.



Nartheast Michigan Community Mental Health Authority

MANAGEMENT'S DISCUSSION AND ANALYSIS

Az allowed by the Michigan Mental Health Code and the Authority's intergovernmental contracts, the
Authority has established internal service funds to reserve a portion of its cash balances to fund
replacement of capital assets and slate inpatient facilty usage risk. The Authority's total Restricted
Internal Service Funds decreased $187,526 or 30.0% from a year ago.

The Authority also has restricled a portion of its cash balances to fund 100% of its long-term debt
obligations collateralized by facilities, vehicles, and equipment. The Autherity’s total Restricled Long
Term Debt fund decreased $222 537 or 26.2% from a year ago.

The table below shows a comparison of the change n net assets of the Authority as of September 30,
2008 compared to the priar year.

Entergrise Activities

2007-08 2008-07
Total program revenues S 218973604 F 21,335,9?}:_
Heallh and hurman service
EXPENSEs;

Kental health services expense % £518,803 3 4982133
Crevelopmental disability services

eXpENse 13,705,189 12,323,626
Olher support services expense 1,735 386 2,161 687
Board administration expense ) 1,060,688 1,279,504

Tetal health and hurman service
expenses 22021076 20,747 150
Change in net assets (3 47.472) 3 588,827

Total revenues increased by 3.0% while total expense increased by 5.2% in 2007-08.

Enterprise Fund Budgetary Highlights

QOver the course of the year, the Authorily amended the budgel Iwice to take inte account changes in
funding ameunts and consumer needs that changed during the year.

During 2007-08, actual Medicaid expenditures were 342680 less than allocated by our Northern
Affiliation. The Authonty is required by contract to return these unused funds to the affiliation. The
Authority's total Medicaid expenditures included $445,744 carried forward from the affiliation's 2006-07
contract. These carried forward funds were used to fund residential costs for mental health consumers
moved out of state inpatient facililies in 2005-06.



Northeast Michigan Community Mental Health Authority

MANAGEMENT'S DISCUSSION AND ANALYSIS

During 2007-08, actual General Fund expenditures were $24 959 lzss than allecated by the Michigan
Department of Community Heaith. 100% of these funds will be retained for use in 2008-09.

The Authority's net expenditures were below planned levels by $394 260 during 2007-08. The majority
of this under-spending was in salaries, contracted local inpatient services, and asset purchases.

Capital Asset and Debt Administration

During 2007-08. the Authonty removed 31,077,079 of fully depreciated assets from its financial
statements. These were assets having an original cost of less than 35,000 per asset that were
expensed in the year of purchase. Allhough all assets are still inventoried and monitored by the
Authority, only itemms in excess of $5,000 will be included as Capital Assets. For comparison purposes,
Capital Assets at the end of 2006-07 have been decreased to 33,632,714 1o reflect the removal of
itermns cosling less than $5,000.

As of September 30, 2008, the Authority had $3,780 379 invested in capital assets, including land,
buildings, equipment, furiiture, vehicles, and leasehold improvements. This is an increase of $156 665
or 4.3% as compared to ZO0G-0F. The total debt related to fixed assels was §626, 899, This s a
decrease of 26.2% as compared to 2006-07.

The most significanl capital asset purchases during fiscal year 2007-08 were for vehicles, computer
equipment and software, copyfflax machines, and rocfingfshingle replacements at 1 of our owned
homes. The Authorily has a lang-term vehicle replacement pian in place to replace high mileage and
high maintenance vehicles. The Authority replaced four and purchased one new vehicle during fiscal
year 2007-08.

Economic Factors and Next Year's Budgets

The Authority budget for fiscal year 2008-09 will be approximately $317 871 more than fiscal year
2007-08. This increase s due primarily to an increase in Medicaid funds from our Northern Affiliation
and arlicipated usage of reserved internal service fund monies. Al the time this report was prepared,
the Governor of Llhe State of Michigan had issued a $146,000,000 executive order that did not affect
community mental health programs. However, the State slill had a deficit of $250,062,000 lhal it hoped
would be addressed by a potential Federal slimulus package. Thus, the threat remains that community
mental health programs may be subject to further 2008-0% reductions.

State allocated General Funds are expected to decrease slightly during 2008-0% due to decreasing
statewide revenues. The Authority utilizes General Funds to serve an indigent population that does not
qualify for Medicaid and other state funded insurance programs. During 2007-08, the Authority used
5126,559 from its slate facility Risk service fund ta fully fund services to consumers in state facilities.

The Aulherity plans to continue 1o emphasize community suppert, employment and independent living
services for consumers with serious menial illnesses or developmental disatulities, possibly offsel by a
reduction in the number of group homes operated by the Authority,

The Awthority is planning no new long-lerm debt borrowing tn 2008-08.



Northeast Michigan Community Mental Health Authority

MANAGEMENT'S DISCUESION AND ANALYSIS

Contacting the Authority's Management

This financial report is intended to provide all readers with a general overview of the Authority's
finances and to show the Authority's accountabilily for the money it receives. If you have questions
abaout this reporl or need additional infarmation, we welcome you to contact the Finance office.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Tir the Board of Directors of the
Northeast Michigan Communily Mental
Health Authority

We have audited the accompanying {inancial statements of the business-type activities, the major fund and
the aggregate remaining fund information of the Nordheast Michigan Community Mental Health Authority
{the "Authority™) as of and lor the year ended September 30, 2008, which coliectively comprnise the
Awhonty's financial statements as listed in the table of contents, These financial statermnents are the
responsibtlity of the Authority's management. Qur responsibility is o express opinions on these financtal
statements hased on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable 1o financial audits contained in Government Auditing Standards. 1ssued
by the Comptroller General of the United States. Those siandards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statcments are free of material misstatermient. An
audit inclodes examining, on a test hasis, evidence supporting the amounts and disclosures in the Nnancial
statements. An audit also includes assessing the accounting princrples used and significant estimates made
by managemenl, as well as evaluating the overall financial staterment presentation. We believe that our audit
provides a reasonable hasis for our opinions.

[0 our opinion, the financial stalements referred to above present fairly, 1n all material respects, the respective
financial position of the business-type activitics, the major fund and the aggrepale remaining fund
information of Northeast Michigan Community Mental Health Anthority as of September 30, 2008, and the
respective changes jo financial position and cash flows thercof, for the year then ended n1 contormity with
accounting principles generally accepted in the Umited States of America,

[n accordance with Government Auditing Stunelurds, we have also 15sued our report dated January 26, 2009
on our consideration of the Authority's internal control over financial reporting and our tests of 1ts
compliance with certaln provisions, laws, regulations, contracts, grant agreements and other matters. The
purpase ol that report is 1o deseribe the scope of our testing of internal centrol over financial reporting and
compliance and the results of that testing and not to provide an opinion on the internal control over financial
reporting or on comphance. That reportis an integral part of an audit perforimed in accordance with
Governnieni Auditing Stundards and should be considered in assessing the results of our audit.

A15 Munzon Avenue P2 Box 947 | Traverss ity Michigon 49685.0947 c PAMEmCA
231948 TP e 2319462765 fax | www dgncpa.com N
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The managements discussion and analysis on pages 1 - v 15 nol a reguired part of the basic financial
slalements but is supplementary infonmation required by accounting principles penerally accepted in the
United States of Amernica. We have applicd certain innted procedures, which consisted principally of
inguines of management regarding the methods of measurement and presentation of the supplementary
information. However, we did not audit the information and cxpress no opirdon on it

O 4
G:waw& r__f@ﬂ[éff?ﬂzr/ff‘ . ,/,(m’f@;.zaxz/{//?(
January 26, 2009 '
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCTAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

‘To the Board of Directors of the
MNortheast Michigan Community Mental
Health Authornity

We have audited the financial statements of the business-type activities, the major fund and the agpregate
remaining fund information of Nertheast Michican Community Memtal Health Authority, (the
"Authority"]), as of and for the year ended September 30, 2008, which collectively comprise the Authority's
financial statements and have issued our report thereon dated January 26, 2009, We conducted our audit in
accordance with auditing standards gencrally accepted in the United States of Americu and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

fnternal Control Over Financinl Reporting

In planning and performing our audit, we considerad the Authority's iniernal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinions on the finanecial
stalements, bul not for the purpose of expressing an opinion on the elfectiveness of the Authorily's intemal
control over financial reporting.  Accordingly, we do not express an opinien on the effectiveness of the
Autherity’s internal control over financial reporting.

A control deficiency exists when the design or operation of a contral does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or deteet misstatements
on a timely basis, A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the Authority's ability to initiate, authorize, record, process or report financial data reliably
in accordance with geperally accepted aceounting principles sueh that there s more than a remote likelihood
that a misstatement of the Authority's financial statements that is more than imconsequential will not be
prevented ar detected by the Authority's internal control.

A materiof weakness is o significant deficiency, or combination of significant deficiencies, that results in
mare than a remote kelihood that a material misstatement of the financial statements will not be prevemed
ar detected by the Authonity's internal control.

Our consideration of the internal control over financial reporting was for the linuted purpose desertbed in the
first paragrapb of this section, and would not necessarily identify all deficiencies in internal conirol that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
coutrol over financial reporting that we consider to be material weaknesses, s defined above.

475 Munson Avenve PO Box %47 | Troavense Oy, Michegan 496850947 CPAMERKR
211 244 1722 abh A Q4462762 fax T v dgncpa.com -
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Compliance and Ourer Martters

A part of abtaining reasonable assurance about whether the Authority's financial statements are free of
rmatenal misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agrecments, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion un comphance wilh those
provisions was not an objective of our audit, and accordingly, we do not cxpress such an opinion. The results
of our wsts disclosed no instances of noncompliance or other matters that are required (o be reperted under
Government Aditing Stancareds.

This report is intended solely {or the information and use of the Authority, management, the Board of
Directors, others with the organization, Federal awarding agencics and pass-through entities and 1s not
intended to he and should not be used by anyone other than these specified parties.

T £ yFre
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January 26, 2009



MNartheast Michigan Community ¥enlal Health Authority

STATEMENT OF NET ASSETS
FROPRIETARY FLINI»
Seplemnber 30, 2008

Risk Reserve Tatat
lolernal Business-
Enferprise Service type
Fund Fund Activities
Axsels
urrent assels
Cash and cash cquivalents 5 3325906 S - 3,342,906
Restricted cash and cash equivalents 1,037 542 26778 1,305.260
Accounts receivable 584,702 - 384,702
Inventory 18,521 - 8,521
Prepaid ilems 354,45] - 354,451
Tatal curren assets 5378122 267,718 5,045,840
Mon-current assels
Capital assels not being depreciated 90,000 - G0,000
Capitil assets being depreciated, net 2,305,241 - 2,305,241
Tolal aon-current assets 2.305.24| - 2,395,241
Total asscrs T IE363 267,718 8.04 1,081
Liabilities
Current Liabilies
Acconnts pavable 1,021,198 1,021,198
Acerucd payroll and payroll taxes G350 - 613 50
nearned revenue 39,403 - 30403
Cutrent poriion of long-term debs 258,873 - 238,873
Tatal current Labilinies 1,923,975 1,923,975
Maorn-curcent babilities
Long-term debt, net of current portion 1,093 537 - |, 093,537
Tuotal labilities 3017512 - 3017,512
Mot agsels
Invesled in capital assers, net of refated debt 1,768,347 - 1,768,342
Restricted for
Mermtal Heahh Code reserves 193,211 207,718 460 029
CHber purposes 626,809 - 626,800
Ulnrestricted 2167 399 - 2167 39%
Total net assels % 4.753,85] 3 67718 £ 5,023,569

The accompanying notes ure an integral part of these finaneial statements,



tortheast Michigan Communily Menlal Health Authoriy

STATEMENT OOF REVENUE, CXPENSES, AN CHANGES DN NET ASSETS

FROPRIETARY FLIND

Farthe Year Ended September 30, 2008

Hisk Reserve Talal
Internal Business-
Enterprise Service ype
Fund Fund Eliminations Activities
Crperating revenue
Siare Conlracls T 20618752 5 i - % 20,638,732
Contribonons frer local onits 212,569 - - 212,869
Charges for services B61.986 - 4] T
Other revenues and reimbursements L0853 - - 108,531
Testal vperaling reve nue 2LEZEIIE - 21 822018
Operating expenses
puntal health services
Chatpatient clinic and case management 2437512 - 2437512
Residential 1,094,753 - |094,753
Inpatient 245 434 - X% 444
Frevention 364155 - hd,155
Comnmunity sepporl 773,390 - 73,390
Supported living and howsing 143,687 - 145,687
Employment 24,661 - 24,801
Cither 2242 - . 221
Digvelopmemal disability senvices
Residential 7,804 646 - 7809546
Community Supporl 2,063,143 - 2,168,143
Supported hiving and housmg 1,661,260 - 661260
Employment $47,412 - 74l
Clinical support and case manasement a4 - - QM 224
Cithes 79,591 - g 5
Inpabent 73013 - FEARL X
Olher suppen services | 698,725 - - | 695725
Board administration L O60GER - | 060, 6R%
Tonal oporating expenses _21,983.403 i . 21,983,405
Oiperating loss {161,287} - {161,287)
Mon-gperating revenue {Expenses)
[hlerest revenue | 38,268 12518 - 151,486
[nlevest expense (37,127 - (37,127)
Loss o disposal of capital assets {344y - - {541}
Total non-operating revene 8,297 12518 - 113815
et incomde (loss) before transfers (59,9905 12,518 - (47,472)
Translers in 126,559 {126,559 -
Transfers oul - (126,554 126,550
Change i nel assels G, 260 (114,041 - (4TA72%
Met assers, beginning of the year 4,689,252 ARL750 - 0710
Met assets, end of the year 4,755,851 5 27 718 % - 5 5023540
The avcompanving notes are an Indegral part of these finaoncial slatements. -3-



Northeast Michigan Communiry ¥ental Healilh Authority

STATEMENT OF CASH VLOWS
FROPRIETARY TLINDG
Far the Year Ended September 30, 2008

Cash Nows from operating activilies
Cash received trom providing services
Cash pavinents 1o supplicrs and af¥iliates
Cash payments for personnel services

el cash used by operating activitivs

Cash flows from noreapital fnancing activities
Translers in
Translers out

Mgt gash (used) provaded by noncapital financing activiics

Cash flows from capital and related financing aclivitics
Purchase of capital assels
Fringipal payrmwents
Trderest paviments

Mol cash used by capital and relaled financing activities

Caxh flows from investing activilies
Interest received

Necrease incash and cash equivalents

Cash and cash equivalents, beginning of the wear

Tash and cash equivalents, end of the year

Reconciliation of operating income (o nel eash
used by operaling activitics
{lperating loss
Adjustments 1o reconcile operating loss 1o
Mel cash provided by operating activilies
Tdeprecialion
Changes in assets and liabalities:
Accounts receivabie
Irventory
Prepaid items
Accounts payable
Accrued payroll and puyroll taxes
Unearoed revemgpe

Metl cash vsed by operating activitics

Mon-Cash Transaclions:

Enterprise
Fund

Risk Reserve
internal
Service
Fund

£ 21,5201
(8.842, 113
(12,771 895)

5 -

{72,003)

126,559

{126,259)

{126,554)

(215.969)
{222.53%)
(37, 127)

[478.454)

158,968

12,518

285,11

4,705 5558

{114,041

381,759

3 4420448

5 267718

i (161,287

2BiA424

(280,10%)
{2,222
46,526

{25,490
100,949
(35.795)

) [72.003}

There were 1o significant non-cash investing or financing activitics during the year.

The wccompanying naics are an integral parl of these financial statements.



Northeast Michigan Community Mental Health Autbority

NTATEMENT OQF FIDUCIARY ASSETS AND LIABILITIES
AGENCY FUND
September 30, 2008

Asscts
Current asscts
Cash and cash equivalents A
Liabilitiey
[hue 1o consumers i)

The accompanving notes are an integral part of these financial slatements.

85,471

3471



Northeast Michigan Community Mental Health Authority

NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Northeast Michigan Community Mental Health Authonity (the *Authority™), is a multi-
county governamental authority serving Aleona, Alpena, Montmorency and Presque [sle Cownties,
located in northeastern Michigan., The Authoriby provides comimunity services 10 CONSWmers
diagnosed with severe mental illnesses, developmental disabilities, andfor substance abuse
conditions. Services provided by the Authority include mpatient treatment, residential services,
Cas€ management, culpatient lreatment, employment, and prevention services. The Authorily
aperates under a 12-muember Board ol Directors.

Reporting Entity — These financial statements represent the financial condition and the resalts
of operations of the Authority. The Authorly 1s nol a component ol any other reporting entity, as
defined by Governmental Accounting Standards Board ((GASB) Staiement No. 14, The Financial
Reporting bnsity.

Government-Wide and Fund Financial Statements — As permitted by GASD Statement No.
34, the Authority uses an allernative approach reserved for single program governments to
present combined government-wide and fund financial statements by using a columnar format
that reconciles individoal ling itemns of fund financial data to government-wide data in a scparate
column. Accordingly, this is presented in the Staternent of Net Assets - Proprietlary Funds and
the Statement of Activities and Proprietary Fund Revenues, Expenses and Changes in Nel Assels.
The Authority’s only major fund is reported in a separate column in the aforementioned financial
Statements.

The operations of the Authorily are accounted for as an Enterprise Fund (a proprietary und)
which is designed 1o be self-supporting. Enterprise Funds are used o account for operations {a)
that are financed and operated in a maaner similar o privale business enterpnises, where the
intent of the governing body is that the cost of providing woods or services to the gencral public
an 4 continuing basis be financed or recovered primarily through vser charges; or () where the
governing body has decided that periodic determination of revenues eamed, expenses incurted,
and nct income 1s appropriate for capital maintenance, public policy, management conirol,
accountability, or other purposcs.

The Risk Reserve Internal Service Fund (a proprictary fund type) is used 1o account for assels
held as a reserve against potential habthities relative to and as allowed by 11s contracl with the
Michigan Department of Community Health (MDCH). Pursuant to these contractual provisions,
the Authority’s risk management plan has been submitied to MDCH,

Measurement Focus, Rasis of Accountine and Financial Statement Presentation — The
government-wide and proprietary fund hnancial statements are reported using the economic
resources measurenment focus and the acerual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liabiliny 15 incurred, repardless of the uming of related
cash flows, Grants and similar items are recognized as revenud as soon as all chgibility
requirements timposed by the provider have been met.

-10-



NOTES TO FINANCIAL STATEMENTS - Continued

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continucd

The enterprise fund 15 the Authority’s primary operating fund, and only major fund. Ty accounts
for all financial resources of the government, excepl those reguired ta be accounted for in another
fund.

Privaic sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and proprictary fund financial statements to
the extent that those standards do not conflict with or contradict guidance of the Govermmental
Accounting Standards board. Goveruments alse have the option of following subsequent
private-sector puidance for their business-type activities and enterprise funds, subjeet 1o the same
himitation. The Authorily has elected not o follow subsequent private-sector guidance.

Proprietary funds distinguish operating revenues and expenses from non-operaling items.,
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The
principal vperating revenues of the Authority’s operating fund are contract revenues from MDCH
and first and third party payers. OQperating revenues of the internal service tunds are comprised
of charges to other funds for risk financing. Operating expenses include the cost of providing
mental health and developrnent disability services. Al revenues and expenses not mecting this
definition are reponted as non-operating revenues and cxpenses.

Cash and Cash Equivalents — The Authority’s cash consists of cash on hand and demand

deposits, Restricted cash and cash equivalents represent amounis held in reserve accounts as
authorized by the State of Michigan Mental Health Code.

Receivables — Receivables consist primarily of amounts due from individuals and private or
governmental insurance programs and grant reimbursements under the terms of contracts with
other apencies, governments and organizations for services rendered. Receivables from first and
third party puyers are presented net ol an allowance for uncollectible aceounts as estimated by
management. The allowance was cqual to approximately 347,717 at Septetnber 30, 2008,

Inventory and Prepaid Ttems - - Inventory is valued at cost, primarily determined on a first-in,
first-out basis. Certain pavments to vendors reflect costs applicable to future accounting periods
and arc reconded as prepaid 1tems in both government-wide and fund financial statements.

Capital Assets — Capital assets, which include butldings, improvemenis, equipment, and
vehicles, are capitahized and reported in the linancial statements, Capital assets are defined as
assets with an initial cost of more than $3,000 and an estimated useful life in excess of one year,
Such assets are recorded for reporting purposes at historical cost ar estimated historical cost if
constructed or purchased. In addition, the Authority mmaintains accountability over all capital
assets with an matial cost between $200 and $5,000. However, consistent with the provisions of
OMR Circular A-B7, such items are expenscd when purchased, as management believes they are
not material 1o the financial slatements.

-11-



NOTES TO FINANCIAL STATEMUENTS - Continued

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Capital assets are depreciated using the straight-line mathod over the following cstimated uscful
lives:

Assels _ Years
Buildings 4}
Buildinps and leasehold improvements 15
Lquipment 5-7
Yehicles 5

Compensated Absences  Reflects the acerual of compensated absences adjusted o current
salary costs. Permanent employees carn annual leave based vpon full or part-lime status
proportionate o the time worked. Annual leave is 100% vested when eamed and may be accirued
to a tolal of 360 howrs. Employecs are paid 100% of annual accumulated Jeave when they
terminate employment. A simall number of employvees have accrued leave hours exceeding 360
as allowed by a revision m the Jeave policy in Apnl 2000, Upon tenmination, these employees
arc paid a percentage of their unused leave balances exceeding 360 hours, depending upon the
number of hours accumuolated and their employment classification.

NOTE B - CASH AND CASH EQUIVALENTS

Deposils

The captions on the linancial statenents relating 1o cash and cash equivalents are as follows:

Business-
type Fiduciary
Activities IFund Total
Cash and cash equivalents 53,382,906 $85.471 83,468,377
Restncted cash and cash
gquivalents | 305,260 - 1,305,260
$4,088,160 §85,471 34,773,637

Cash and cash equivalents are comprised ol the following at year-end;

Petty cash 0 2950
Chucking and savings accounts 34065427
Cermificates of deposit {(due within one year) 1.305.260

24,773,637

-12-



NOTLES TO FINANCIAL STATEMENTS - Continued

NOTE B - CASH AND CASH EQUIVALENTS - Continued

Depaosit Risk

Custodial crediv risk. Custodial eredut risk s the nisk that in the event of 2 bank failure, the
Authority's deposits may not be returned. State law does not require and the Autherity docs not
have a policy for deposit custodial credit risk. As of year-end, $4,538,666 of the Authority’s
bank balance of $4,808 666 was exposed to custadial credil risk bocause it was uninsured and
uncollateralized.

Statutory Anthority

The Authority 1s authorized by the State of Michigan to invest surplus funds in the following:

+ Bonds, sccuritics, other obligations and repurchase agreements of the United States, or an
agency ot instrumentality of the United Siakes.

e Certifteates of deposit, savings aceounts, deposit aceounts o7 depository receipts of a
qualified financial institution.

+ Commercial paper rated at the time of purchase within the two hiphest ¢lassifications
established by not less than two standard raling services and that matures not mere than
270 days after the date of purchase.

« Bankers' acceptances of United States banks.

»  Obligations of the State of Michigan and its political subdivisions that, at the time of
purchase are rated as investment grade by at Jeast one standard rating service.

o Mutual funds registered under the Investment Company Act of 1940 with the Authonty 1o
piarchase only 1nvestment vehicles that are lepal for direct investment by a public
COTpOTAtIon.

s External investmient pools as authorized by Public Act 20 as amended through December
31,1997,



NOTES TO FINANCIAL STATEMENTS - Continued

NOTE - CAPITAL ASSETS

Captal asser activity for the yvear ended September 30, 2008 was as follows:

Capital asscts not being depreciated

Land

Capital assefs being depreciated
Buldings
Building improvements
Leaschold improvements
Vehicles
Computer eguipment
Furmiture
Chent equipment
Other equipmient

Toial capital asscts being
depreciated

Accumulated depreciation
Buildings
Building improvements
Leasehold improvements
Yehoeles
Computer cquipment
Furniture
Chient equipmem
Other equipment

Total accumulated depreciation

Capital assets being depreciated,
net

Capital assets, net

Bepinning Ending
Balance _Increases Decreases Balunce
b Q0,000 ¥ - b $  90.000
1,850,335 - - [, 839 335
324,078 14,693 089 261 682
133,364 - 112,005 21,850
1,050,201 93,103 81,604 1,0al1, 700
47 97 25,549 453,256 219990
152,444 - 182 444 -
33,581 22,652 - 56,233
3E3 393 62 9772 2312985 218380
4,619,793 218,969 1,139,383 3,699 374
325215 61,778 - 186,093
[ 36,908 18,4080 77080 75 494
117,758 1,460 112,005 7213
572 984 165479 B1,060 657 403
621,130 8,264 453,256 E76,138
182 444 - 182 444 -
19,409 4 00) - 23499
271.615 25,763 232 985 nd 393
2.247 5533 285,424 1,158,830 1,394,138
2372240 fhfG453] sdd 2,305,241
$ 2,462,240 F (06,453 § 544 2,395,241
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NOTES TO FINANCIAL STATEMENTS - Continued

NOTE 1) - LONG-TERM DEBT

The following 15 a summary of long-term debt transactions of the Authority for the yvear ended
September 30, 2008:

Balance Balance Due Within
107172007 Additions Deletions 302008 One Year

Note payable - bulding,
interest a1 5.43%, due n
Necember 201() £ 73,191 5 . § 21,208 $ 51983 522417
Note payable - mortpage,
interest at 4.66% due in June
2012 534,124 - 102,657 431 467 107 922
Note payable - building,
interest at 6.0%. due in June
2015 34,047 - 12620 71,427 13,398
Notes payable - vehicles,
interest at 5.2%, due in May
and Jung, 2009 92,973 - 33,387 39,586 39,586
Notes payable - computer
cquipment, interest at 4.73%,
due mn Aupust and
September, 2009 65,102 - 32.660 32,436 32,436
Subtaotal B49 437 - C 222,538 L 026,899 215759
Compensated absences T10.967 57.658 43,114 725511 43.114
Total long-term debt $1,500, 4444 $57,638 $265,652 31,352,410 258,873

The annual requirements W maturity on long-term debt (excluding compensated absences) at
September 30, 2008 are as follows:

Year Ended Principal Interest

2009 S 215,739 $ 25016
2010 150,928 16,784
20117 139,467 9.5017%
2012 118,075 3,075
2013 12,670 319

626 KOG s 55311



NOTES TO FINANCIAL STATEMENTS — Continued

NOTE E - LEASES

The Authority is party to numerous operating leases, for which aggregale rental expense was
approximately $259,130. These leases are for residential property and office facilities used to
shelter and serve the needs of consumers.

The following is a schedule of future minimum lease payments required under the operating
leases thatl have mitial or remaining terms as of Scptember 30, 2008:

Seplemkber 30,

2000 £ 130,149
2010 131,939
2011 126,285
2012 72,226
2013 62205
20142016 123,688

$ 646,492

NOTE F - PENSION PLANS

The Authority has adopred a defined contribution retirenent plan covering all full-time
cruployees. Fmplover contributions of up w 7.5% of gross wages are paid to the plan trustees on
a brweekly basis ot the same time that wages are paid, The coverad payroll tor the plan was
£7.938.693. Towl employer contributions for the year ended September 30, 2008, were
$562,125,

Atternative Socied Security Plan

The Authority contributes 5.7% of all non-union employees’ saliary 1o the plan. Emplovees are
also required (o contribute 6.2% of their salary to the plan. The contributions (o the plan are
made in lteu of Federal Social Secunty contributions. Under Uns plan, employees are 100%,
vested 10 their account atnception, Employecs of the Authority not eligible to participate in this
plan arc covered by the Federal Social Security svstem.

NOTE G - CONTINGENCIES

Linder the terms of various Federal and State grants and regulatory requirements, the Authonty is
subject to periodic audits of its agreements. Such audits could Jead to questioned costs andfor
requests for reimbursemcent to grantor or regulatory agencies.

As is the case with other entities, the Authority faces cxposure from potential ¢laims and legal
proceedings involving environmental and other matters. No such claims or proceedings have
been asserted as of September 30, 2008,

“16-



NOTES TO FINANCIAL STATEMENTS — Continued

NOTE H - RESTRICTED NET ASSETS

The Authoenty reports restricted net assets lor certain reserve accounts cstablished pursuant to the
State of Michigan Mental Health Code. As of September 30, 2008, restricted net assets were
comprised as follows:

Stale
Facilitics Axsel Compensated Self
Risk Reserve Replacement Absences Insurance Total
Resiricled cash and cash
equivalents 5 267,718 5 193,211 725510 £ OLI8.820 51,305.260
[.ess related pavables . - - 725,511 1i8,82{} 844,331
Restricted net assels s 207,718 3 193,21 N z 5 _- >_460,929

In addition, $626,89% has becn internally restricted by Boand action as a reserve for long-lerm
debt.

-17-
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INDEPENDENT ACCOUNTANT'S REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO MEDICAID AND GF PROGRAMS AND
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH CMH

COMPLIANCE EXAMINATION GUIDELINES ISSUED BY THE MICHIGAN

DEPARTMENT OF COMMUNITY HEALTH

To the Board of Dwectors of the
Northeast Michigan Commumty Mental Health Authority

Compliance

We have examined the compliance of 1he Northeast Michigan Community Menual Health
Authonty {the “Authonty™) with the specified requirements described in CMH Compliance
Lxamination Guidglings, issued by the Michigan Department of Community Health
("MDCI that are applicable w its Medicad and GF Programs for the year ended Septemiber 30,
2008, Complianee with these requirements is the responsibility of the Auwthority’s management. Our
responsibility 15 10 express an opinion oo the Authority's complhianes based an our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institate of Certified Public Accountants and, accordingly, included examining, on
test basis, evidence supporting the Authority's compliance with specilied requirements based
on specified criteria established by MDUH and performing such other procedures as we
consldered necessary in the circomstlances. We believe that our examination provides a
reasonable busis for our optnion. Our examination does not provide a legal determination on
the Authority’s compliance with those requirements,

In our opinien, the Aumhonty complied, in all material respects, with the specified requirements
referred 10 above thar are applicable to s Medicald and GF Programs for the year ended
September 30, 2008

Internal Contral Over Compliance

The management of the Authority is responsible for establishing and mamtaining effective
inlermal control over comphiance with the requirements of laws, regulations, and contracts
applicable to itz Medicaid and GF Programs. In planming and performing our examination,
we considerad the Authorty™s internal control over compliance with the requirements that could
have a direct and matenal effect on 115 Medieaid and GF Programs in order to determine our
examination procedures tor the purpose of expressing owr opinon en compliatce, but not tor the
purpose of expressing an opinion on the effectiveness of Intemal control over compliance.
Aceordingly, we do noexpress an opinion on the effectiveness of the Authority’s intemmal controd
over compliance,

A15 Munsor Avanne P Rox 9ds Trowerse City, Michigan 42685-0947 CPAMERT{'Q
231946 1722 ph 2319462762 fax www.dgncpa.con )



1o the Board of Directors of the
Northeast Michigan Community Mental Health Authoriry
Page 2

Owr consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencics in the Authority’s internal
control that might be significant deficicncics or material weaknesses as defined below,
However, as discussed below, we wdentibied a deficiency in internal control over compliance
that we consider to be a sigmiticant deficiency.

A control deficiency inan entity’s Internal control over compliance exists when the design or
operation of 4 conwo!l does not allow management or employees, n the normal course of pecfonming
their assigned funclions, to prevent or detect noncompliance with a type of compliance requirement of
the Medicaid or GF Programs an a umely basis. A significant deficiency 1s a conirol deficiency,
or combination of control deficiencies, that adversely affects the entity’s ability to administer
the Medicaid or GF Programs such that there 15 more than a remote likelihood that noncompliance
wilh a type of compliance requiremnent of the Medicaid or GI Programs that is more than
inconsequential will not be prevented or detected by the entity’s internal control. We consider the
deficiency in internal control over compliance desenbed in the accompanying schedule of findings
and questions costs as e 2008-1 10 be & significant deficiency,

A material weakness 1s a significant deficiency, or combination of significant deficiencies, that results
in more than a remode Likelihood that matenal noncompliance with a type of compliance requirement
of the Medicald or GF Programs will not be prevented or detecled by the entity’s internal control.
We do not consider item 2008-1 in the accompanying schedule of findings and guestioned costs to
be 2 material weakness.

Examinaiion Schedules

As required by CMH Compliance Examination Guidetines, we have prepared the accompanying
Examined FSR Schedule and Examined Cost Settlement Schedule.

Thus report is intended solely For the information and use of the Authonty’s board, management, and
the Michigan Department of Conmunity Health and 15 nol intended to be and should not be used by
anyone other than these specitied parties.

. .

February 2, 2009



NMORTHEAST MICHIG AN COMMUNITY MENTAL HEALTH AUTHORITY
EXAMINED FS5R SCHEDLULE

FYE 9032008

REFPORTED EXAMINATION ADJUSTED
REVENUES ADJUSTMENTS TOTALS

4. REVENUES NOT OTHERWISE REPORTED! & 0 il R s Tio0a) | ERaRElT R 50; R s RAlo0n! |
C. |EARNEC CONTRACTS {Nan DOH). TOTAL Wrmn im0 D einy il | v s el a ez [0 0 i [ g a18.782
1 CMH 1o CMH 2055 30585

2 iher 4,033 54,533

3 Medicaid Managed Care - CAMHEP Atiliale 18 055154 18.058 1594
D._[Mi CHILD - MENTAL HEALTH RS ol s aiaia 1 S o | eaiisl o0, a2of [SRE0RE SRRl sol | IR R isoie2s!
0.1 |ADULY BERERITS WAIVERIEEN 1L 00 00, L0 i e Vet s 502,40 24| L o 0 | B & 50314001
E. |LOCALFUNDING TOTALS IS8 70 g i L BTt S o et G RCR [t [ ke et M TR T
1 Special Furd Account [226(a}} 43 267 43 267

2 Tille XX, Replacemanl TRTZ FArE

1 All Qe 204 31041

4 Ahate: Lecal Cominbutian 1o Slate Medica:d Match Provided fraem CRMHSE 0 0

F. |RESERVE BALANCES PLANNED FOR USE i T e e s T e o O T S 0 S B 00
1 GF Carnvforward-Sea. 7262 %b0 ) &5 B8 35 808

2 Medica.d Savings 4] o]

3 Internal Scrvice Fund - Abalemend 50 360

4 Intemal Sarvice Fungd - Risk Corridor 126 553 126 558

L Oner (24504340} - Rescrves - Viestlec Ercployes Benelt f Deprediaton 135673 135672

;] Sloailoss ns. 0 4]
G. |DCH EARMED CONTRACTS TOTAL LR T2 BOgH [ T s R 5264 509,
1 PASARR 163 577 1h3 877

2 Rlnck Grant lor CMH Semsces 28,000 28,090

3 00 Councit Granis 018 3,016

4 PaTHIHomeless 10,456 10,4585

5 Praveniion 0 Q
i Aging 7441 F7A41

7 HUD Shefler Plus Care 0 i

2 Qilher DCH Farned Conliacls 2220 2,229

H. |GROSSMEDICAIDTOVAL LY TSI | S s s e s [ s a7 s
1 medicad Specialty Managed Care a n

2 Medicaid - Chidren's Waiver Tolal 37450 a7.450

3 Medicad - SED Waiver - Fedaral Dollars 0 U

1. |‘REMBURSEMENTS TOTAL 7 T0sas0eg [N 0 TR S0t a25.080)
Il 1sl and 3rd Party 122 884 123 884
2 551 TOR.205% TOZ2 205
J. |STATE GENERAL FUNDS TOTALS A A L ns685.222] SLLe0l 81,885,222 |
i ChH Operations 1733978 1733 M8

P Calegoncal Funding 7.482 ¥ AR

3 tale Services Bage 143 838 143 82%
K. |GRAMD TOTAL REVENLUES ¢ S e [ e ST | B T g0 SEE22 215431
L. |Estimated MDCH Obhgation-inciuding Federal Medicaid ce | rrse2aqeagl| g0 82,234,800

[O+ 01+ H+.0)




NORTHEAST MICHIGAN COMMURITY MENTAL HEALTH AUTHORITY

EXAMINED F3R SCHEDULE
FYE 9/30/2008

REPORTED | EXAMINATION | ADJUSTED
EXPENDITURES ADJUSTMENTS TOTALS

A, |GROSSTOTAL EXPENDITURES S ii L ey B i i [0$22,274, 542 00 BTN 80! | 1822,274,542
B. |EXPENDITURES NOT OTHERWISEIREBORTED "0 il D ez T e 30| 587,727
D. |EARNED-CONTRACTS (NON DOHYTOTALT 0 s w i s ms, vy (LS4 80 B 282 e i S0 s B8, 7a2s
1 CMH 1o ChH 5.055 5055
2 Cther Earned Contracls 54 533 54 533
3 Medicaid Managed Care - Affiliale 18,059,194 18,059,194

F. [LOCARTOT A L e e S T T o | PR 363V 5 | R S S Ol PR 5. 36 3751
1 Local Cosl for Siate Provided Senvices 74 325 74,325
2 Oiher Mot Used As Local Match 34,337 34,337
3 Affitiate Locat Conlribution to Slate Medicaid Match Peovided 1o PIHP 250084 250 085
4 PIMP Contributian to State Medicaid Match Provided 1o DCH 4] 0
5 Prior Year Camry-Farward 0 0
|G. [EXPENDITURES FROM RESERVE'BAEANCES & o Dmn 0 i [ 3198340 [ s v sn 1 s 5181 831"
1 GF Carryforward - Sec. 226(2Kbi(c) 55,808 55,808
2 Medicaid Savings a 0
3 |nternal Service Fund - Abalerment 350 350
4 Other (205{4}th)] - Reserves - Vested Employes Benelits f Depreciation 135 673 135,673
5 SMop/Loss Ins. g o
H. [MDCH EARNED CONTRACTS TOTAL Liinr af med sl A dn e snet | i g a0 angs |10 s g e [ 1o 42800,
1 PASARR 163 577 1532 577
2 Block Grant far CMH Services 28 090 28,080
3 DD Council Grants 3,016 3,018
4 PATH/MHomeless 10,456 10,455
5 Fravention 8] 4]
&  Aging 77.441 77.441
7 HUD Sheller Plus Care 8] 0
8 Oher DCH Earned Cantracts 2,228 2,229
l. MATCHABLE SERVICES {_A'.I'nin'l.ls'E thrdugh‘*H}’.".!f-,._ A R | B 53 2 AT DA 28 [ S0 |53 247 B4 2 -
J, |PAYMENTS TOMDCH FOR STATESSERVICES - 0 il s | s 218458 |00 TRLRO R R216 458
K. [SPECIALTY.MANAGED CARE SERVICES TOTAL 0 s i i i e e s P00 |- 0 e e g0 | g7n2205
1 100% MOCH Maichable Services 702,208 702,205
? All 551 and Other Reimbursements 02205 702 205
] Net MOCH Share tor 100% Services (K1 - K.2) 0 0
4 QAAP Expenditures d ]
5 Tolat MDCH (K3 + K 4) 0 0
L. |GF CATEGORICAL aND FORMULA SERVICES TOTAL i oh o 1,880,754 (30| T R 880,754
1 100% MDCH Malchable Serices 392,081 352,081
2 All 551 and Other Reimbursements o] 0

3 MNet GF and Formula for 100% Serviges (L1-L2) 392,061 352,061
4 0/ Malchable Services 1,588,683 1.588.691
5 Reimbursements 122 804 122 864




HORTHEAST MICHIGAN COMMUNITY MENTAL HEALTH AUTHORITY

EXAMINED FER SCHEDULE
FYE 930/2008

REPORTED | EXAMINATION | ADJUSTED
EXPENDITURES ADJUSTMENTS TOTALS
6 10% Local Match Furds 145,581 146 581
T Met GF and Formula for 90810 Senvices {L4 - L5-LE) 1,319,228 1.319.228
8 Total MDCH GF and Formula |’L3 +L7) 1,711,289 1.711.2849
L.a |[MIChild Mental Health: VR R T R e | S 46 00 0k (S T T S 07 RN S 46, 5RO
1 MLChitd Menlal Health - Caﬂltahon MEdICaId only §.825 0,825
2 MIChild Mental Health - MDCH GF Operations Base 37.164 37,164
L.b |Adult Benelits Waiver.™ e T B O A e N R p 2 A S B O R e & O [T s 2 e 580
1 ABW - Capilatian - Medlcald and Sta!e Malch 244,688 244 B8
2 ABW - MOCH GF Operalions Base 50 G
L.c [SED Waiver 100 Do o i e s A s e e g s O [T e e T AR S0 | el S 0
1 SED - Federal 0 0
2 SEDQ - MOCH GF Operations Base Q ¥
3 SED - Other ] G
4 SED - Nan-Federal Reimbursable - Olher ] 1]
M. |(CHILDREN'S'WAIVER = TOTAL: e O R A R T P R S i na B | LTI E R L L
1 Medicaid 37,450 a7z 450
2 Oher Reimbursermens 0 &)
3 WMDCH GF Operaltons Base 19,058 19 {943
0. |[TOTAL LOCAL FUNDS (F+ LB} . T P I 1.5 DR 3 2 [ SRR REIOAs
P. |TOTAL'MOCH SHARE OF EXPENDITURES (J+K5+LB+La+Lb+lci+Lc2+ M i82:275 972t [ 0 U0 227507




EXAMINED COST SETTLEMENT SCHEDULE

NORTHEAST MICHIGAN COMMUNITY MENTAL HEALTH AUTHORITY

SECTION A: SETTLEMENT SUMMARY FISCAL YEAR: 2008
_ . - Matchabie Madieasd Mow! Caigorical . SubrTotal Rerdivaection of Tolal : Total ol |
I 1. Medicaid L S o] - Awthorfization Expenditures. - Savings ‘Redls-ibiison Ex pegHiflures. GF Exparpditumes Lapse Risk Coricor
3 Mainenance 3f Efon 1] o [ 0 11 H 0l a
b hpEtisity Macages Cane 0 2 EX 1] q1° 0i [H
z. Tala Medcaa 0 o T 0 J. D’ 0]
- Matzhabde. GF Woe T Calegorical Sustr-ToAal Redection of Todal - Todal Todsl . -
I Z GeneralFurd - =-"3 3% | Auibordeation Erpenditures «  Cary Forwand .  -Redisbibotson Expendrures GF Expendiuvnes Lapee Risk Cortidor -
12 [“Maive-ance of Efzd 0l T s 1] q H a] 0 B
o (Calegical 7487 IR ~ L i 4.E5] l 260 2002 TF
e |Cenew Su-a 1,677 7201 1831773 2L 470 ] <RI T 0. 187T.740 ] 7
2 Toa Geeral Fard 1885227 - 1857 5 2 A7% o 52,420 ] 1,682,420 PR T e
| sawnes QIRHGINAL-STL HET BEPACT.
NIMZH - SETTLEMENT - BAL_AHEE:I_:[UE Bal AMNCE DUE BAl AMCE !:!_'I.E__'
- 3. CASH SETTLEMENT COMMITMENT CASH % (WOCH] rchit ] EADCH) [ GMH {WDCE} S Chl |!'-1-e-:ie:a:d Savrys Earwes
a3 [vedcis o T T al ISxanred d
> [Ceneral Fusg 1.582,420 1,885 722 [Z 502 [F=n B jOginel Settemen ]
lc. Tzl 1842 420 - 1835222 & 8021 [2812; a: |erease [Decrease) n
BSOS St e ks e Bsser od Aalnemaber ess Forces Lapses o- Tolal Expend bores |
Commets
S LS ; Paymars ‘Balanis bue §° Balance Due Batance Dun :
I -4 Stake Purchased Services ticrn IBentMOEH oo (WMOTH CMH SR - @DCH] T EME WDCH) ! Gl |
[a. TStale Faci iy | 5458 ¢ 238 | A ol q |
.BabancsDae ) Balance Due Bakwnce Dais
I 5 Miscellaneows S MDCHIICWH F IMDCH] S CMH {WCHC R F G ZF Carry Soward Sanred
a  [°r %x Cary Forware [ ol Qi Exam nes 25570
o T i aj Criginal Sedleaan o
[+ Sub-Toedal i 0; q! ICEE B e 24570
Com~en's

I -5 Toiod Cash Settloment

1]




EXAMINED COST SETTLEMENT SCHEDULE CMHSP/PIHP;

REMCMHA
SECTION B: CARRY FORWARD & MEDICAID SAVINGS FISCAL YEAR: 2008
1. l?.‘.r.=.|rr‘jnr Forward - State Mental Health Genera1 Funds {Formu!a Funding} - ;
] A (o .,_.'-, P S e Speclally =i GF Categurlcai_ »‘ chntdrens S e P s G e T i
S22 S Rt “Managed Caore A Formoia oo C “Wawer . o 0, Sub-Total - o o Tofal. e
a [Pror vear Carry Forward Earnco g 55,808 |
b Surren Year Exeendibures
1. |100% MDCH Malchable Services 3 - |35 ana [ 5 - 5 55 808 |
2. 90M0% MDCH Malchable Servces 3 - ) -
3. |10% Lagal Match Funds 0 ]
4. |Met Siate Share for S0/ D% Serviges [ R s -4 -
[ 5 ] Tetal MDCH Share] 3 R E 55805 [ 3 - |3 55805 ) % 55,808 |
[t | Unspent Camry Forwarg [ -]

F'nnr ‘rear I‘-.'ledmald SEWII'IQS Earned ¥ - s ] g
Currenl Year Expondilites 3 - g - £ - %
Salance of Medicaid Sawings. : ] ]

af ool =l

erm-.res mem Sirategy - Medicad Savings |

i "".-‘;_rl"!'u;ncl‘ﬂ'lug-“r’ LS e -;;--vaf.tual T,
Tns :

i .JPercu;'ii..'aige Py

“Concisel Uescrlpllon o) %ﬂcum{ai Ac h_ileved :
S e A

$ - S - 3 T 0%

) 3 - % - 3 - 0%

[ r. 3 - & - ) . Q%%

[ 2] Tilal Reinvestment 3 - 1% - |3 . %[
Foolnote: If spase provioed for Renvestment Strateqy - Medwaid Savngs s nol sufficent. please attach additional sheetls)




EXAMINED COST SETTLEMENT SCHEDULE
SECTION C; MAINTENANCE OF EFFORT (MDE) & CATEGORICAL WORKEHEET

CMHSP/PIHP:
FISCAL YEAR:

NEMCMHA
2008

ke S0 Madlcafd T8 S Genaral Fund S ST r 0 N5 Revized #.uthdr'rxalluns': L
1.3 MOE = Totalg® o 5o " Contract - [ MOE] ‘I’ﬂrcant of LRSS SIMOE “ Percent uf e : S s
e ::Catswes L ﬂ'l.it'hnr'rialmﬂ; Fxpenditums “TatalExp. - Equnu‘llurtrs Tntal E:p 5 Exﬂundutums 53 E il e
a.|Ethnig Papulation O ] D.DL% ¥ 0.00% 3] 0 4 0
b, |OBRA Active Treatment [¥] a 2 D0% n 0 0% a ] 4] Q
¢ [QBRA Hasidential ) 0 1.00% N 0 OC% 1] i ] 1]
d. ] ¥ {1 Gl 0] 0.00% ¥ ¥ ] o
g |Resident al Diracl Care Wage #2 o 0 0.00% 0| 0 0G% 1] 0 o o
H Total 0 o 0 i i iy 0
2. MOE=Medicai = = - oo [ Ravlsed 0 SMOE- - TMOE T "“"T?“““QE“

o Categores. 00 e 0l huthurlzallnm.' Requlrumcnt ik Exp-actatm o Exp-endlmrcva )i Batances o * nL Exp) & Gl
g Ethnic Pogulaton J §5.00% 0 4] ] 1] o 8] 4]
b |3BRA Active Tiealmen {0 95 00 %] i ¥ 0 0 0 o 0
¢ |JOERA Residennal [¥] a5 CO%: 8] %] C L] ] 4] Q
g 0 160.00%] 1] 0 ] [ o 4 0
£ Residestial Nivegs Care Wage #2 3] 150, 00% { 4 n Q 4 8] Q
Fl Toal Q [ 5] o 0 1] Q L G

.'!‘“‘ MOE: -Genar:;l Fund . : i
Categories. o ‘}‘?f o e : e s R
—_—
a |Elbme Populalion 0 a3 {JC'% Ul al o] i a 0 0
b [QBRA Astive Trealment 0 BE 0% o 0 1] 1] 8] 1] 1]
¢ |CHBARA Residentai 1] A5 G0% G ] Q 4] 1] { 1]
d. 4] 100.00% 8 o} 0 i 0 0 4]
e.|Residential Direct Care Wane #2 0 100G Q0% 1] a { 5 0 3] ]
H Teatal 0 1] O] a i Q 4] o)
4. RecapMOE!: CTotal MOE & Tatal MOES T Tatal MOE Total
: \ ¥ Expenditures Saviﬁﬂh - GIF LAPSE - MOE Seclions C.1 through C.4 are not required for FY 2008
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c| Total G 0 ol a
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& | ‘space Nolder” n 1] 1]
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EXAMINEC COST SETTLEMENT SCHEDULE
SECTION [ STATE FACILITY WORKSHEET

CMHSF/PIHP:
FISCAL YEAR:

MEMCMHA
2008

CarpCenter oot Kalamazoo 00 0 W Rauthergos 08 = Hawthorn | 4CMEPleasant 5 ME Pleasant 5
1. pays ofcare - b SLRLT R T 5 165 kS e e § 200 1A A ARt e g e o MR R C e 7 R e e
|a. Slade Repon 16007-01
[ Days O Care (10/19/05) 125 187 “56 368 0 474
| 2[pied Costs 48 525 §8.255 36,260 63,318 | g 216,458
b |CMHEP Repoited ]
i.|Days Of Carg 125 187 196 JEG i} B74
2 |Billed Costs 45,525 65,255 0| 36.260 | 63,318 0 216,458

Marrative of gy vanances between State Regort 16007-01 and the CMHSP Repored dala Data 1o nclude Skemt Mame, Case Number, and Dales of Services

425 8tate Facility =0 om0 o 0
S Cash Settlemient B0 LR

S Btate Fadility 0

MER CostasngR

w2 Payments Sent 00
B MOCH through 9/20°©

i Payments Sent ¢
ZLMDCH afer9/30" 5

STotal Baymentsen
oo Sentto MDOH! &

* " Balance Due™ 7
LMD HUGMH

la. ISta1e Facility Total

216458

182,177

34,381

2E. 458

| #3-Recanciliation to FSR

U Expenditares’s | Narrative of Variance

|a FER Expendibores {Line J] [ 5 215,458 00
b |State Facity Cost 216,458 00
£ Varance| § -




EXAMINED COST SETTLEMENT SCHEDULE CMHSPIFIHP: NEMCMHA
SECTION E: SPECIALTY MANAGED CARE SERVICES WORKSHEET FISCAL YEAR: 2008
r1. Specialty Managed Care Savings Forward Calcutation ™ & I
4 Spesialy Mamaged Cae Autho- zahen (FEPM & Acerual) a [Medicod Blar-WOE Maz mom Sav.ngs
o |[lest MOE Adathgrirabion = |MOE Sawings [Frpm MOE Weksnesl)
) Ealgron sed fur Calcalatior gf Savings Maviaum Sawings
7 e . Taolal Program Funding o T AR
S State Responsibility on e an s e s e CMIHE P Ries o i bl
# o Program Fadaral 2 : i B Rediractil | Sa s Uacal SRrsiacssmmal ol gy,
- ExpandHures S TR P A= e PR G | & R e e :
|- 2. Specialty Mananged Care Expondilures
la.  [100% Mutchable Services
1 Tolal Prograr Dxpendenics (e QALP) 702,205 i
7 Al 5G] and Other Re mbusermet Az Lo e i
3 Het State Snare 1700% Servoes o] e
b G0% Matchable Services
1 Tglal Program S=pengilures 1]
2 (S Rownbursament [¥]
3 Sue-Tolal - Mecicag Base [ ]
4 |Medicaid Federal Snare [P 3
R Sub-Taty! - Match Base L
6 [*C3 Loca March Fuads [l :
L Mot Ghae Sare 5110 Senvices 1 [FEFR : MYE P e 4 |
E ] Tolal Soetiady Managed Care TGz 705 A [ B T0Z 205
| 3 SpecialtyManaged Care Autharizalion-te Expenditures oo |
|.'-1 Hiata Author:zaion a N o . a
L Lol Fundiigd Ol g Hennborsmiments TOEEDS £ Li i i RS TL2 A0
o Telal Saeoaty Maraged Ca-e Adthenzalion 62205 [; L L [u] M2 A5 T2 205
2 |Tote Spemaly Maraged Care Exgendeores S02.HE C 2 e 707 205 T2, 205
g |Redractan o GF - From GF [i] L o = o [lE W I
f Redirechon of Freed-Lip SF - To GF i} z A N DEES pail ]
g Adusled Expenthlites TCZ.20E 4] a0 a FE,205 | 72 206
n | FLading Surplus £ {Oefcit)| o]
[ Jtess ForcedtLanse (SCE) 0
; Sl Tatal o
H Halane Ayvailable for Ba wngsj '|
Btate Choagal on bor Savings 0
™ Mun-MOE | anse 0
[» ] Rick Cerrdar] 0
| 4 Recap TETAE Total Prag. Exa " State Obligatian 1 CMHSP | Other =]
a Recan  Tolal Aulhonratgn Q208 a 732,205
b |Recas Tolal Malcnable Cxoend lures I 20% 0 702,205
£ |Recan Tolal Redrecl on ol s
d  |Recag Tolal Sevings o
L Recap Farced Lapse MOE 1]
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EXAMINED COST SETTLEMENT SCHEDULE CMHSP/PIHP: NEMCMHA
SECTION EE: MEDICAID SAVINGS / MEDICAID LAPSE WORKSHEET FISCAL YEAR: 2008
J1.)Specialty Managed.Care’ i |
a. |Operating Budgel | 0
+|Band # 1 {100 - 105%) 5% | - PIHP shall ratain
Z.|Band # 2 {105 - - 10%) | Sharea PIHP { MDCH
EEsevedicaid BRaie! higg_ig?id_i%g} sTotalSavingss
b. |Balance Ayailable for Savings | 0 S0 Lapsel s o Savingsie | L e COrnaon A
(from Specialty Managed Care Warkshest)
1.[Band # 1 Liability 0 0 0
z Sub-Total - Band # 1 ]
3.|Band # Z Lighility { ¥ 0
4, Sub-Total - Band # 2 3
5 |Band # 3 Liability £ 0
5. Totals 0 0]




EXAMINED COST SETTLEMENT SCHEDULE CMHSPPIHP: KEMCMHA

SECTION F: GEMERAL FUND WORKSHEET FISCAL YEAR: 2008

[ 1 GF Authorization | Camy-Forward Calcufation |
a.  |CHH Gpeations Toneirg 1,735 618 [ 5| ess MDE Aurnorization C
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o |DCH Sp3e & _thorzsigr Z L3 s-oe e Tor Cakt clavo of Carte-FoneE 1477 Tl
a Siz'e Faz ily Fundi~3 143 B2 j. PSF CamwF s=wars bor-MOE f Tetegoncal” 93 &RT
‘e (DO Cemer Adusirast [ 5 |MOZ GE Sz Ferward Frem WOE Works-eot! C
1" Tots GF Aulhonizst " B35 2R LM e Casy-s o e 0% BRT
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EXAMINED COST SETTLEMENT SCHEDULE CMHSP/PIHP: NEMCMHA

SECTION G: RISK RESPONSIBILITY WORKSHEET FISCAL YEAR: 2008
74U Specialty Managed Care " Tl T
a |Operatng Budget | D
1.|Band # 1 (100 - 105%) 5% - Full CMHSPF Responsiblily
2 .Band#2 {105 - 110%) 5% - Shared State ! CMHSP Responsibility
TSR e e e P o
b, |Risk {from Spoeiany Managed Care Summary worksheet) [ 0 (R T 2 LS e | e DY [ e e P ST e o i ek
1[Band # 1 Liability 0 0 0
2. Sub-Tolal - Band # 1 0
3.|Band # 2 Liabdiy 0 O O B
4 Sub-Total - Band #2 0
5 [Band # 3 Liability 0 0 o
& Totals 0 o | 5}

giGeneral Fundi 58 i man

Effective October 1, 2005, MDCH/CMHSP Managed Mental Health Supports and Services Coniract - Nen-Medicaid no
longer has a shared risk arrangement.




EXAMINED COST SETTLEMENT SCHEDULE CMHSP/PIHP: NEMCMHA
SECTION H: CHILDREN'S WAIVER FISCAL YEAR: 2008

For 2008 - Optional reporting only.

| hccounts Racmvahiu_ i
LT AL 9150 1

; _:F rior Flscal Year Renm‘tmr - CashReceived ]

Clirrent FY. 0o !

|Ser'-r|-::es Provided Octoter 1 - September 21 | ) ,

Informaticnal Purposcs Only
Tue Chuldres's Wawver progiam remans on a Foe-For-Seqvice Basis The wfermalion reapoerted wil be usec 1o wst ' the acegunls payanle on the State's bocks for the

autstarding ham by

2. Cuqrent'Fiscal Year Cost, | - g Number ul-ﬁi:préweﬂ- ; Gross Cost . - ° Fae- FDr-Ser'-rH:E N Varniance ]
SWalverseo 0 OF Children's Waiver- o Expendiliras - o b e e e

a.|Services Provided Ociober 1 - Seplember 30 Y

Infarmational Purposes Only
Camparing Medicaid sorgen remmburssment to actual Chaldrew's Warver expenditures.

Tulal hmnum Dua' ]
Far an-rorﬂbar\rlr.a i

of-For-Servica o
i Expendituras Z'-_'_ B aias

Current Flscal Year Repﬂrtmg e

s s

a |Services Provided October 1 - Seplember 30 c J a

informatienal Purposas Oniy
The Child=an's Wiuver prograrm f2rmamns on a Fee-For-Service basis. The inlormation repsred will be used 1o establish an a2counts payable oo the Siate's books for {he

outstanding hablity.



EXAMINED COST SETTLEMENT SCHEDULE CMHSP/PILP: NEMCMHA
SECTIONT: CASH AND ACCRUED REVENUE WORKSHEET FISCAL YEAR: 2008
[7-" Specialty Managed Care - Medicaid . o T 7 .
a2 [Current F¥ Capitalion Payments Received (hrough 3730 o "Gurrent FY Accrual Breakdown.
b.[Cuirent FY DD Center Adjustment C /' FY Qf HSYY Paid Thru -
¢ [* Currgnt FY Accruals Established for Periag Ending 9/30 l I F 08 HSW Ooen as of -
d. Sub-Total: nl Payment Substotal: 2t o RR:
LESS FY 08 HSW Recoveries thru -
g.|"” Frior FY Accruals Established for paricd ending 9730 D FY 04 HSW Recovenes Open as of .
f Total Current FY Setilemenl Accrued Revenue; g Recovery Sub-total: I adtmmmnne = o = i
Total Accrual -
" * Prigr Year Accruals:
&Y 07 H5W | -
&Y 06 HSW -
Tatal Prier Year Accrual -
2/ General:Fund/(Formula’and Categorical Funding) S0l e aes iz e s CA R TR el T
8. |Cureenl FY CMH QOperations Funding Received through 8/30 1,733,818
b |[Curreet FY Categorical Funding Receiven througn 930 7,482
c.|Current FY Stale Facility Funding Received through 8730 143,822
d. Sub-Tola - 1,865,222
g. |Estimated Accruals 0
{ Telal Current FY GF Setllement Accrued Revenug: 1885222




Northeast Michigag Community Mental Health Authority
SCHEDULE QOF FINDINGS AND QUESTIONER COSTS

For the Year Ended Septemnber 30, 2008

SECTION I - SUMMARY OF ACCOUNTANTS® RESULTS

Medicaid Proeram

Type of accowntants” report 1ssued on compliance: Unqualificd

Internal contral over Medicaid program:
Matenial weakness{es) identified? Co_yes X no

Sigmtficant deliciency(s) identificd not considered
to be material weaknesses? X ves None reported

Material noncompliance with the provisions of laws,
regulations, or contracts noted? yes X no
Kanoewn fraud idenuified? ves X no

General Fund Prooram

Type of accountants” report 1ssucd oo compliance: Unguahified

Intcimal control over General Fund prograsmy:
Material weakness{es) identified? ____yes X _no

Sigmificant deltciency{s) identificd not considered
to be muaierial weaknesses? Yes _ X None reported

Material noncomphiance with the provisions of laws,
regulations, or contracts noled? Yes _ X no

Krnown frand wdentificd? Yes X no

-16-



SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued

SECTION I - FINDINGS AND QUESTIONED COSTS
Finding Number 2008-1 Medicard Program
Criteria: Subcontract billing anounts must be supporied by a signed contract.

Condition: In one of ten files examined, we noted the moenthly billing amownt was not in agreenient
with the rate in the signed contract,

Cause: The subcontractor billed monthly invoices for a different amount than the contract.

Effect: Incomect monthly billings were paid. The subcontractor was contacied wnd verified they
had billed an incorrect monthly amount. The billings were adjusted 1o the correct amount @k the
tme the discrepancy was noted.

Management's Response:

All staff responsible for approving contractial invoices have been re-trained 10 verify that invoiced
AMMOUNLS agree 10 contragl rates prior to invoice approval.

SECTION 1M1 - EXAMINATION ADJUSTMENTS

wane.
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AUDIT RELATED COMMUNICATIONS

To the Board of Direclors of the
Northeast Michigan Community Mental Health Authority

We have audited the linancial statemems of the business-1ype activitics, the major fund, and the
aggregate remaining fund information of the Northeast Michigan Community Mental [lealth
Authority for the year ended September 30, 2008, and have issued our report therean dated
January 26, 2009, Professional standards require that we provide vou with the following
information related to vur audit

Our Responsibilities under U.S. Generally Accepted Auditing Standards and Government
Aunditing Standards

As stated in our engagement letter dated October 3, 2008, our responsibility, as described by
professional standards, is to express opinions about whether the financial statements prepared by
management with your oversight are fairly presented, in all material respects, i conformity with
118, generally accepted accounting prineiples. Gur audit of the Dnancial statentents does nat
relisve you or management of your responsibilines.

As part of our audit, we considered he internal control of Northeast Michigan Comununity
Mental Health Authority. Such considerations were solely for the purpose of determining our
audit procedures and not to provide any assurance concerming such internal control,

As part of obtaining reasonable assurance about whether the finaneial statements are free of
material misstatement, we performed tests of Noriheast Michigan Community Mental Health
Authonty's compliance with certain provisions of laws, regulations, contracts, and grants.
However, the objective of our tests was not (o provide an opinion on compliance with such
PrOVISIons.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to
yull In our mecting about platning matlers on October 29, 2008,

215 Munsor Avenve PO Box 947 | Teaverse Ciy, Michigon 490850947 CPAMERFCA
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To the Board of Direciors of the
Noptheast Michigan Community Mental Health Authority
Page 2

Qualitative Aspects of Accounting Practices

Management is regponsible for the selection and use of appropriate accounting policics, The
significant accounting policics used by the Northeast Michigan Community Metal Health
Authority are deseribed in Note A to the linancial statements. No pew accounting policies were
adopted and the application of existing policies was not changed duning the year ended
September 30, 2008, We noled no transactions entered into by the Authority during the year for
which there is a lack of authortative guidance or consensus, There are no significant
transactions that have been recognized in the financial statements in a different penod than when
the transaction occurred.

Accounling estimates arg an intcgral part of the financial statements prepared by management
and are based on management’s knowledge and expericnee about past and current cvents and
assumplions aboul future events. Certain accounting estimates are partcularly sensitive because
al their signtficance to the financial statements and because of the possibility that future events
affecting them may ditfer significantly from those expected. The most sensitive estimate
affecting the financial stalements was: the useful hives of fixed assets in determining
depreciation expense.

Management’s estimate of depreciation expense 13 based on management’s assumplions about
the usetul lives of i1s fixed assets. We evaluated the key factors and assuniptions used Lo develop
deprecialion expense 1n deternuining that it is reasonable 1n relation to the financal statements
taken as a whole.

The disclosures 1n the financial statcments are neuiral, consistent and clear, Certain financial
statemenl disclosures are pacticularly sensitive because of their significanee o financial
stalement uscrs, You may (ind Note B related to cash 1o be particularly sensitive,

Mo Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit,

Corrected and Uncorrected Missiatements

Professional standards require us to accumulate all known and ltkely misstatements identified
during the audit, other than those that are trivial, and eommunicale them to the appropriale level
of management. Managenent has corrected all such pusstatements. In addition, nong of the
mnsstatements detected as a result of audit procedures and cormected by management were
material, either individually or in the ageregate, 1o the financial statements taken as a whole.

No Disagreements with Management

For purposes of this letter, professional standards define o disagreement with management as a
linancial accounting, reporting or auditing matter, whether or not reselved w our satisfaction that
conild be significant o the financial statements or the auditor’s report. We arc pleased to report
that no such disagreements arose during the course of our audit,



Tothe Board of Threctors of the
Northeast Michigan Community Mental Health Authority
Pape 3

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated January 26, 2009,

Management Consultations with Other Independent Accountants

In some cases, management may decide 1o consuit with other accountants ahout anditing and
accounting matters, similar to obtaining a “second opinion” on certain sitvations. [fa
consultation involves application of an accounting principle to the Authority’s financial
statements or a determination of the type of audilor’s opinton that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determiine that the consultant has all the relevant facts, To our knowledpe, there were no such
consultations with other accountants,

QOther Audil Findings or lssues

We generally discuss a variety of matters, meluding the application of accounung prineiples and
auditing standards, with management each year prior 1o retention as the Authoriey’s auditors.
However, these discussions occurred in the nommal course of our protessional relanonship and
our responses werg not g condition to our retention.

Eleven new anditing standards have been issued that require significent chanpes in how audits
are performed. Sinular o the Sarbanes-Oxley rules that impacted publicly-held corporations,
these rules are intended 1o help audited entities strenpthen their internal contrals. In brief, (hese
new rules require all auditors Lo

+ Obtain a deeper understanding of the design and operation of internal control
+ Assess the effectiveness of internal control

= Obtain corroborating evidence that the understanding 1s correet and the assessment s
appropriate (1.c., ihspection of documents, observation of procedures or inquiry)

« Consider “what could go wrong™ in the financial slatement process {cvaluate the risks of
financial statement etrors)

+ Link the results Lo speeific further audit procedurcs

» Communicale a summary of the results of the auditor’s waork to those charged with
govenance {the Board of Directors of the Aubority).

As you can see, auditors will spend significantly more ime working with all aspects of your
mternal control. These new rules are not limited to the public sector — they will apply to any
organization that obtains an audil {nonprofil organization, private company. ete.). These new
rules have impacted audited organizattons in two ways: your finance stalt bas incurred more time
and effort in preparation for the audit, and the audit process bas required additional time.



To the Board of Threctors of the
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(hther Malters

1.

Recent Pronourcements. The Governmental Accounting Standards Board in its continuing
process of updating the accounting principies that all governments must adhere o, has issued
the following recent pronouncenients that will have an impact on the way the Northeast
Michigan Community Mental Health Authority Disirict maintains its financial records:

A,

.

GASB Statement No. 43 - Financial Reporting for Postemployment Benefit Plans
{)ther Than Pension Plans. This statement establishes uniform reporting standards for
other postemplovment benelit plans. The financial statements focus on reporting current
financial information aboul plan net asscts and required note disclosures include a brief
plan description, a summary of significant accounting pelicies, and information about
contributions and legally required reserves. The requirements of this statement are
effective for financial stawements of the Authority for the vear ended Septermber 30, 2005,

GASB Statement No. 45 - Accounting and Financial Reporting by Employers for
Postemployment Benefits (Gther Than Pensions. This statement will require
goverrunental amis te record the cost of bencfits (such as health insurance, life insurance,
ete) m the perinds when the related services are received by the employer it these benelits
are not praovided for through a pension plan. This will require the Authority to acerue and
report an actuanially computed liability for any future postemployment benefit other than
pensions. The requirements of this statement are effective for financial stalcments of the
Authority for the vear ended September 30, 2010,

GASD Statement No, 49 - Accounting and Financial Reporting for Pollution
Remediation Obligations. This statement addresses accounting and financial reporting
standards {or pollution {including contamination) remediation oblipations, which are
obligations to address the current or potential detnimental effects of existing pollution by
participating in pollution remediation activities such as sile assessments and cleanups.
This will require the Authonty te capitalize pellution remediation outlays in the futare,
The requirements of this statement are effective for financial statements of the Authority
for the year ended September 30, 2009,

(:ASB Statement No. 51 - Accounting and Financial Reporting fer Intangible
Assets. This statement establishes consistent standards as 10 whether intangible assels
including gasements, tinber rights and computer software should be considered capttal
assets for financial reporting purposes. The requirements of this statement are effective
for financial statements of the Authority for the vear ended Scplember 30, 20140,

GGASB Statement No. 52 - Land and Other Real Estate Held as Investments by
Endowments. This statcmnent more appropitately reports the resources avatlable in
endowments and morc closely sligns financial reporting with the objectives of the
gndowments. Reporting land and other real estate held as investments at fair value
enbances user’s ability to meaningfully evaluate an entity’s investment decisions and
performance. The requirements of this statement are cffective for tinancizl staterents of
the Authority for the year ended September 30, 2009
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2. Issues Likcely to Impact the Authority.

A,

Government Deposit Insuranee. Under Michigan Law, povernmental units, including
the Authority, are directed and limited where they may 1nvest or deposit public funds.
Depositery instirutions such as banks, credit unions, or savings and loans may offer FDIC
IRSUTINGE COVCTAge.

The 1nsurance coverage of am Authority’s acconnts depends upon the tyvpe of deposit. All
tme and savings deposits {which include NOW accounts, C17s, money market deposit
aceounts, and other interest-bearing accounts) held by an Authority in g particular insured
depository institution within the State are added together and insured up to $S250.000.
Separately, all demand deposits (checking accounts) held in the same insured depository
tnstitution within the same S1ate are added together and msured up 10 $250,000. Special
rules apply to funds that are required to be ser aside for debt owed 10 holders of noles or
bonds — additional insured coverage may be avatlable for the beneficial interest of each
bondholder.

Recent markel events have indicated that certagin financial institutions, 1neluding some
within the Midwest region, may be experiencing financial distress. Inthe event of a
regulatory takeover of a financial institution, emnsured or underinsured depositors may
not receive all of their funds back after the repulatory wkeover.

We encourage the Authority 1o perform the necessary due dilipence to assure itseif that is
has the proteciion and coverage it desires 1o prodect 1ts public funds,

We wish to thank the staff of the Northeast Michigan Community Mental Health Authority for
their assistance during the audit.

This report 1s intended solely for the information and use of Northeast Michigan Community
bental Health Authority Board of Dhrectors, Michigan Department of Treasury, Management,
and others within the Authority and 1s not intended to be and should not be used by anvone other
than these specified parties.

We commend the Authority tor its excellent recordkeeping svstem and appreciate the
opportunity o serve the Northeast Michigan Community Mental Health Aathority, [f you have
any questions, or 1f we can be of turther service, please do not hesitaie to contact us.

i L .
.E_/y/’r;ww/@}.l zf\_{f’féfzz/ﬂ‘e{frfﬂzr/fgﬁ" d%@;yﬂ/;{@

January 26, 2009



